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SUBJECT: OPEC PRICE INCREASE 
REF: JIDDA 5626; TEHRAN 9001 

FOR AMBASSADOR FROM ACTING SECRETARY 

1 . FOLLOWING INSTRUCTION IS BEING SENT TO YOU SUBJECT TO 
APPROVAL OF SECRETARY. DO NOT REPEAT NOT EXECUTE UNTIL 
YOU ARE AUTHORIZED. 

2. REEERENCED CABLES INDICATE THAT OIL PRICE INCREASES 
NOW BEING CONSIDERED BY OPEC MEMBERS AT TEHRAN MEETING 
MAY BE SUBSTANTIALLY HIGHER THAN EARLIER ANTICIPATED. 

AS A RESULT WORLD OIL PRICES AS MEASURED BY ARABIAN LIGHT 
CRUDE MAY BE RAISED EROM PRESENT DOLLARS 3.65 EOB TO AS 
MUCH AS DOLLARS 12 OR EVEN DOLLARS 14 PER BARREL. 

3. PRICE INCREASES OE THIS MAGNITUDE, IE ADOPTED, WOULD 
OBVIOUSLY HAVE VERY SERIOUS IMPLICATIONS FOR ALL CONSUMERS, 
RICH AND POOR ALIKE. THEY WOULD POSE A REAL THREAT TO 

THE WORLD ECONOMY AND THIS DESTABILIZING EEEECT WOULD 
HAVE SERIOUS ECONOMIC CONSEQUENCES FOR BOTH CONSUMERS AND 
PRODUCERS. 

4. A COMPLICATING EACTOR HAS BEEN THE VERY HIGH PRICES 
THAT HAVE RECENTLY BEEN BID FOR SPOT OIL IN PLACES SUCH AS 
NIGERIA AND IRAN. THE VOLUME OE OIL INVOLVED HAS BEEN 
RELATIVELY SMALL AND THE SALES HAVE OCCURRED DURING AN 
ABNORMAL PERIOD OE ARTIEICIALLY CREATED SUPPLY SHORTAGE, 
THUS THEY MUST BE REGARDED AS NONREPRESENTATIVE. 
NONETHELESS THE HIGH PRICES PAID HAVE APPARENTLY ENCOURAG- 
ED SOME PRODUCERS TO SEEK UNREALISTICALLY HIGH PRICE 

RISES IN THE OVERALL WORLD OIL PRICE LEVEL. 

5. ACTION REQUESTED: DRAWING ON THE EOREGOING AND ON 
THE REFERENCED CABLES, AMBASSADORS IN OPEC COUNTRIES 
SHOULD URGENTLY REGISTER WITH THEIR HOST GOVERNMENTS OUR 
CONCERN ABOUT THE POSSIBILITY OF UNJUSTIFIABLY LARGE OPEC 
PRICE INCREASES. THEY SHOULD POINT OUT THAT THE PRESENT 
OIL PRICE AND SUPPLY SITUATION IS ATYPICAL AND CHAOTIC. 

WE THEREFORE DO NOT SEE THIS AS THE PROPER TIME TO 
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CONSIDER OR DETERMINE WHAT MIGHT BE A FAIR MARKET PRICE 
FOR OIL. USG THEREFORE HOPES THAT OPEC GOVERNMENTS WILL 
DEEER ANY PRICE DECISIONS UNTIL THE PRICE AND SUPPLY 
SITUATION STABILIZES AND ECONOMIC FACTORS THAT ARE 
RELATED TO DETERMINING EQUITABLE PRICES CAN BE ASSESSED. 

6. AMBASSADRS IN OECD CAPITALS, NEW DELHI AND BRASILIA 
SHOULD BRING POTENTIAL OPEC PRICE PROBLEM, ITS IMPLICA- 
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TIONS AND OUR REACTION TO IT, TO THE IMMEDIATE ATTENTION 
OF THEIR GOVERNMENTS, SUGGESTING THAT THEY TAKE ACTIONS 
SIMILAR TO OURS WITH OPEC GOVERNMENTS. 

7. FOR SECRETARY - URGENTLY REQUEST YOUR APPROVAL OF 
ABOVE INSTRUCTIONS APPROVED BY ACTING SECRETARY. SEE 
SEPTEL. RUSH 
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